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445 12™ St., SW PRESENTATION

Washington, D.C. 20554
: No. 96-128 (remand of inmate service is )
Re CC Docket No. 96 E‘__}'fmand of inmate service issues

Dear Ms. Salas:

On June 29, 2001, Vince Townsend of Pay-Tel Communications, Inc., Michelle
Barnard of Odyssey International, and Robert F. Aldrich of this law firm, representing the
Inmate Calling Service Providers Coalition, met with Glenn Reynolds, Associate Chiet of
the Common Carrier Bureau, and Tamara Preiss and Adam Candeub of the Bureau’s
Competitive Pricing Division.

We discussed the proceeding regarding inmate calling services on remand from
the United States Court of Appeals for the D.C. Circuit. The points discussed are
summarized on the enclosed documents which were handed out at the meeting,.

Sincerely YourW
Rober?{zz ch

RFA/nw

Enclosures

cc: Glenn Reynolds

Tamara Preiss

Adam Candeub

No. of M'm'd’w
Py

1177 Avenunce of the Americas » New York, New York 10036
Tel (212) 835-1400 * Fax (212)997-9880
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Glenn Reynolds

Associate Bureau Chief

Common Carrier Bureau

Federal Communications Commission
445 12™ St., SW, Room 5-A847
Washington, D.C. 20554

Re: CC Docket No. 96-128 (remand of inmate service issues)

Dear Mr. Reynolds:

The Inmate Calling Service Providers Coalition submits the following analysis of
issues raised in our earlier meetings regarding a “short term approach” to the inmate
service compensation issue under Section 276 of the Act. The Coalition continues to
believe that, in order to provide for fair compensation for inmate telephone service under
Section 276 of the Act, the Commission should allow service providers to justify cost-based
rates on local and/or intralLATA calls in those states with unusually low rate ceilings for
these calls. However, the Coalition also believes that, by clarifying that the Commission’s
deregulation of local coin rates also applies to the local calling element of local inmate
collect calls, the Commission would provide important short-term, partial relief pending a
more comprehensive resolution of the issue. At last week’s meetings, the staft raised
questions regarding (1) the consistency of this approach with the earlier dial-around cases
and (2) the possibility of provider abuse. These points are addressed below.

Summary of Short Term Approach

As discussed in the ex parte material submitted by the Coalition June 22, 2001, the
rate tor local inmate collect calls (as well as the rate for other local collect calls) is capped in
most states, with independent service providers required to follow the rate specified in local
exchange carrier (“LEC™) tariffs. In the vast majority of states, the local collect call rate is
composed of two rate elements: an operator surcharge and a local calling rate element.
Prior to 1997, in almost all states the local calling rate element was set equal to the LEC’s
local coin rate (a rate of $.10-$.25 per call, initially set by most LECs some 20 or more
vears ago). Effective October 7, 1997, the FCC deregulated the local coin rate. In most
states, LECs then revised their tariffs to provide that the local call element of a local collect
call may be set equal to the provider’s deregulated local coin rate. But in some states,
LECs maintained the existing caps on the local call element of local collect call rates at pre-
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1997 regulated local coin rates. This inconsistency in LEC implementation contributes
significantly to the inability of inmate service providers in many states to recover the costs
of local collect calls, which are the main type of call made from city and county jails.

The Commission should clarify that the 1997 deregulation of local coin rates also
applies to the local calling rate element of inmate collect calling, so that this rate element
may be set at the same market-determined level as the deregulated local coin rate used at
the service provider’s public payphones. Therefore, where inmate telephone service
providers offer local inmate service at a rate consisting of an operator surcharge plus a local
call element, then, notwithstanding anv inconsistent language in LEC tariffs, the inmate
service provider may charge, for the local call element of the rate, an amount equal to the
local coin calling rate that the inmate service provider is charging at its public pavphones.
If the inmate service provider does not provide public payphone service, then the inmate
service provider may charge, for the local call element, an amount equal to the prevailing
local coin calling rate at public payphones in the state where the inmate service provider is
offering inmate service. Under this approach, the operator surcharge rate element of
inmate collect calling services would remain capped at current regulated levels, and the
local calling rate element also would be etfectively capped — at the market-determined local
coin rate.

Consistency with the Dial-Around Compensation Cases

This approach would be consistent with the U.S. court of appeals decisions in
Hlinois Pub. Telecomms. Ass'n v. FCC, 117 F.3d 555 (D.C. Cir. 1997)(“IPTA”) and MCI
Telecomms. Corp. v. FCC, 143 F.3d 606 (D.C. Cir. 1998)(“MCI”). In those decisions, the
court disapproved the FCC’s earlier decisions in the payphone docket, in which the
Commission set compensation for coinless “dial-around” long distance calls made from
public payphones based on the rate level for local coin calls. In IPTA, the Commission set
the rate of compensation to payphone service providers for dial-around calls equal to the
market-based local coin rate, on the basis of a finding that the costs of the calls are similar.
The court tound, however, that “the record is replete with evidence that the costs of local
coin and access code calls are not similar.” In MCI the Commission set the dial-around
rate by estimating the ditference in costs between local coin and dial-around calls, and
subtracting the difference from the market rate for local coin calls. The court found that
the Commission had again failed to adequately explain the link between the market based
local coin rate and the dial-around compensation rate.

The approach described here is casily distinguishable from those cases. First, the
rate clements to be compared in this case are both local calling rates - not a mix of local
and long distance rates. Therefore, the cost characteristics of the rate elements involved are
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more similar than in the IPTA and MCI cases. For example, the same measured service
rate and line charge are assessed on the service provider for both types of calls.

Second, in approximately 30 states, ILECs have already taken the step that the
Commission would take here. Those ILECs have revised their tariffs, under the supervision
of state public service commissions, to provide that providers may set the local calling rate
element of local collect calls at the level of the market-based local coin rate. Therefore, the
Commission would be following the precedent of 30 states that have already deemed the
local coin rate to be an appropriate proxy for the local calling element of local collect rates.
The Commission would be allowing service providers in the remaining states to use the
same market-based approach approved tor equivalent rates of other providers in 30 states —
a procedure well within the bounds of the Commission’s ratemaking discretion.’

Third, the Commission need not claim that the costs underlying the two rates are
the same, as it did in IPTA, in order to make the ruling discussed here. The ample cost data
in the record clearly demonstrates that local collect inmate rates in the states in question are
substantially — and in several cases, dramatically -- below costs today. The relatively minor
upward rate adjustment proposed here would thus move inmate local collect rates closer to
costs, but would not cause them to exceed costs. This is clearly an improvement over the
status quo. Therefore, it is unnecessary for the Commission to make a vulnerable claim of
cost equivalency as it did in IPTA.

Finally, the Commission would not be displacing states’ ability to regulate local
collect call rates. LEC taritts would continue to govern the permissible operator surcharge
element of the local collect rate, and state commissions would retain authority to address
any abuses that might occur by, eg4., requiring adjustments to a provider’s operator
surcharge, or restructuring of the total rate, to ensure cost-based levels.

No Abuse in the 30 States Where Tried

The question was also raised whether this approach is likely to lead providers to
abuse their discretion by, e.g., raising local coin rates at public payphones to unreasonable
levels in order to justify excessive charges for local inmate collect calls. The 30 states where
this approach has already been tried provide a laboratory for testing its implementation, and
the Coalition is unaware of any abuse of the local calling element in those states. Further,
after the stafl raised this issue, the Coalition conducted a quick telephone survey of the
state public service commissions in all 30 states where the local call element has been set at

! See e.g., ATET v. Business Telecom, Inc., EB-01-MD-001, FCC 01-01-185, May
30, 2001, 19 28-30 (rates charged by other carriers for comparable services are relevant to
reasonableness of rates).
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the market determined coin rate. See Attachment. Twenty of the thirty states responded
to the survey. The vast majority of the states reported that complaints about inmate service
rates in general have not increased, but remained the same or decreased with two-thirds of
the states reporting less than ten complaints over the past year. The states that tracked
complaints by call type uniformly reported that the call type receiving the most complaints
was intra-state long distance. The least number of complaints reported were on local calls.

Sincegely yours,

- /

Robert E. Aldrich

RFA/nw
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TODAY

In the four years since the Payphone Orders independent ICS providers have struggled to
compete in a number of states without the fair compensation on local calls to which they are
entitled and without the "level playing field" promised by the Telecommunications Act.

"Indecision and avoidance are not legitimate policies”
Michael Powell, Chairman
Federal Communications Commission

Before House Committee on Appropriations
May 22,2001

e Our issue is fair compensation on below cost local collect call rates in county jails, not
prisons.

e The majority of county jails are small. Some jails get no commission. Most get a low
commission when compared with prison commissions.

e There are 29 states today with no rate caps on local collect calls or a market based coin rate
for the local rate element of collect calls.

e Thereis no evidence in the record of consumer abuse with local collect call rates or
spiraling commissions on local collect calls in county jails.

FAWINWORDOBRENDAVFCCCOMIS\TEJUNO \Today.DOC



NORTH CAROLINA LOCAL COLLECT CALL RATES

CAPPED AT THE TARIFFED RATE OF THE LOCAL TELEPHONE ( COMPANY
OPERATOR SURCHARGE + LOCAL CALL ELEMENT

LOCAL COLLECT PROVIDER OF
LEC OPERATOR LOCAL CALL TOTAL INMATE PHONE
SURCHARGE RATE ELEMENT RATE SERVICE
Alitel $0.70 *$0.25 $0.95 No
BellSouth $0.80 *$0.25 $1.05 Quitting
Concord/CT Comm $0.70 $0.35 $1.05 No
Lexcom $0.68 *$0.20 $0.88 No
North State $0.68 *$0.10 $0.78 No
Sprint $0.65 *$0.20 $0.85 1 Facility
Verizon $0.70 *$0.25 $0.95 No
Independents $0.80 *$0.25 $1.05 No

North Carolina Average Rate: $0.95
* Local coin rate initially set by LECs over twenty years ago.

AVERAGE LOCAL COLLECT CALL RATE FOR ALL 50 STATES: $2.13

REQUESTS TO THE LECS TO CHANGE THE LOCAL CALL ELEMENT HAVE BEEN DENIED.



THE TELECOMMUNICATIONS ACT OF 1996
INMATE CALLING SERVICES

Specific Mandates of Section 276 of the 1996 Act.

¢ Section 276(a)(1) directed the Commission to "ensure that all payphone service providers are
fairly compensated for each and every completed intrastate and interstate call using their
payphone."

e Section 276 also required the Commission to establish nonstructural safeguards to end the
BOCs' historical discrimination against independent Inmate Calling Service (ICS)
providers in favor of their own ICS operations.

For further information contact:

Vincent Townsend, Chairman

Inmate Calling Service Providers Coalition
PO Box 8179

Greensboro, NC 27419

Phone: 336-852-7419 ext. 227

Fax: 336-852-9897

E-Mail: vtownsend@paytel.com

Albert H. Kramer

Robert F. Aldrich

DICKSTEIN SHAPIRO MORIN
& OSHINSKY

2101 L St, N.W.

Washington, DC 20037

Phone: 202-785-9700

Fax 202-887-0689

WFS2AWOL NWINWORDO\BRENDAUNMTELE3.DOC



BACKGROUND

» The Commission failed to adequately address ICS in the payphone orders.

¢ The Coalition filed a petition for review of the Commission's rulings with the United States
Court of Appeals for the District of Columbia Circuit.

¢ After the filing of the Coalition's initial brief, the Commission sought a voluntary remand of
the case. The Commission acknowledged that it had not adequately addressed the issues
raised by the Coalition and asked the court to return the proceeding to the Commission so
that it could provide further analysis, promising that it would act expeditiously. The court
granted the Commission's request for remand on January 30, 1998.

¢ Over the past four years members of the Coalition have had dozens of meeting at the FCC
seeking the fair compensation and adequate safeguards for fair competition promised by the
Telecommunications Act. During this time period we have regrettably had to educate six
different sets of Staff in attempting to get movement on our 1ssues.
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1997 INITIATIVES AT FCC

Initiative

FCC Participants

Industry Partitipants

Meeting-Inmate issues

Mary Beth Richards

Townsend, Kramer, Aldrich

I Meeting-NST

Michael Carowitz

Meeting-Inmate Issues Kaufman Townsend, Aldrich
Meeting-Inmate Issues CCB Staff Townsend, Aldrich
: Brent Olson John Beach,
JMeeting-NST BellSouth/CEl Radhika Karmaka Townsend, Aldrich
Brent Olson Allen Kohler,
Meeting-NST BellAtiantic/CEIl Radhika Karmaka Townsend, Aldrich
John Muleta John Beach,

Townsend, Aldrich

Meeting CEI/CAM

Accounting & Audits Division

John O'Keefe, Aldrich

Meeting - CEl/CAM

Jose Rodriguez &
Accounting Staff

Aldrich

4 Meeting - NST

John Muleta

Townsend, John Beach

Meeting-inmate Issues

1st Team

Mary Beth Richards
Michael Carowitz
Glenn Reynolds

Townsend, Kramer, Aldrich

1998 INITIATIVES AT FCC

Date

Initiative

FCC Participants

Industry Partitipants

Meeting - Inmate Remand

Jennifer Myers

Meeting - Inmate Remand Mary Beth Richards Kramer
St Dan Abeta Trathen
: gr 5 ? Meeting - NST Calvin Howell Townsend, Aldrich
Larry Strickland
Apnil 2 Meeting - Inmate Remand Glenn Reynolds Townsend, Kramer
2nd Team
Rose Crellen

Townsend, Aldrich, Farber

Pat Donavan
Dan Abeta

Calvin Howell
Raja Kannan

Trathen
Townsend, Aldrich

Meeting - Inmate Remand

Jennifer Myers
Rose Crellen
Craig Stroup

Townsend, Farber

FCC



3rd Team

1Anna Gomez
AL 9(]1|Meeting - Inmate Remand Judy Albert Townsend, Kramer
: iDan Abeta
|Calvin Howell Trathen
Meeting - NST Raja Kannan Townsend, Aldrich
4th Team
Kris Montieth
Raja Kannan ‘Trathen
£|Meeting - NST Calvin Howell | Townsend, Aldrich
Kris Montieth
Meeting - Inmate Remand Calvin Howell Townsend, Aldrich

1999 INITIATIVES AT FCC
|

Date Initiative i FCC Participants Industry Partitipants
| Townsend,
Hebruany Meeting - Inmate Remand Kris Montieth & Staff Kramer
!
E
March 18 |Conference Call - Inmate Remand |Kris Montieth & Staff Kramer

Meeting - NST

fJane Jackson
{Full Staff

industry Leaders, State
Attorneys, DSMO

Public Notice - Inmate Remand

I

Inmate Remand Comments

Meeting - NST - New Jersey

;Lynne Milne, Calvin Howell, Jon
:Stover, Rene Terry, Raja Kannan

Dennis Lincoln, Beach, Wood,
Townsend, Aldrich

}

b

Inmate Remand Reply Comments

5th Team
Lynne Milne, Jon Stover, Renee

G chohes! Meeting - Inmate Remand Perry, Calvin Howell, Raja Kannan | Townsend, Aldrich, Farber
Lynne Milne, Jon Stover, Renee
Nove g i 1[{| {Meeting - Inmate Remand Perry, Calvin Howell, Raja Kannan | Townsend, Aldrich
2000 INITIATIVES AT FCC
Date Initiative FCC Participants Industry Partitipants
T Jon Stover, Lynne Milne, Calvin
Hiada %% Meeting - NST Howell, Raja Kannan Trathen, Townsend, Aldrich

Meeting - Inmate Remand

Jon Stover, Lynne Milne, Calvin
Howell, Raja Kannan

Aldrich, Townsend

Meeting - inmate Remand

Jon Stover, Lynne Milne, Calvin
Howell, Raja Kannan, Adam
:Candeub

Aldrich, Townsend

FCC

i Meeting - NST

Jon Stover, Lynne Milne, Calvin
Howell, Raja Kannan, Lynwood

Smith, Adam Candeub, Al Barma

Trathen, Wood, Townsend,

Aldrich




‘Jon Stover, Lynne Milne, Calvin
'Howell, Raja Kannan, Adam
‘Candeub, Al Barma, Lynwood

Apridi A3 Meeting - Inmate Remand Smith Townsend, AId_riéh, Farber

Lynne Milne, Calvin Howell, Raja
Kannan, Adam Candeub, Al
Barma, Lynwood Smith, Tamara

Al qil 18 Meeting - Inmate Remand Priess Townsend, Aldrich
Yog Varma, Tamara Preiss,
Ny Meeting - Inmate Remand Jg Deena Shetler Townsend, Aldrich
A 1
T Meeting - Inmate Remand g&;\]ordan Goldstein gTownsend, Aldrich

7= Jon Stover, Calvin Howell,
‘Raj Kannan, Al Barna, Lenworth

eeting - NST - Sprint Rates 'Smith, Anna Janckson-Curtis i Townsend, Trathen, Wood
NH&L 10 Meeting - Inmate Remand iDorothy Attwood Townsend, Aldrich
|6th Team
|Jay Atkinson
J . Meeting - inmate Remand \Adam Candeub i Townsend, Aldrich
'Jane Jackson

{Lenwaorth Smith

: Lynne Milne
|Meeting - NST Florence Setzer ‘Trathen, Aldrich
u. etdr Meeting - Inmate Remand Dorothy Attwood Townsend, Aldrich
ETamara Preiss ‘
Judy 1 Meeting - Inmate Remand {Adam Candeub i Townsend, Aldrich
Jay Atkinson ,
[WOekaner (11| || Meeting - Inmate Remand Adam Candeub i Townsend, Aldrich
e : %Jordan Goldstein APCC Leaders,
Meeting - NST and Dial Around ‘LA for Commissioner Ness Allard, Kramer
APCC Leaders,
Commissioner Furchtgott-Roth Allard, Kramer
Commissioner Poweill APCC Leaders, Allard,
LA Kyle Dixon Kramer, Ted Weerts
APCC Leaders,
Dorothy Attwood and Staff Kramer, Aldrich
Chairman Kennard APCC Leaders, Allard
LA Anna Gomez Kramer, Ted Weerts
Deena Shelter APCC Leaders,
LA for Commissioner Tristani Kramer, Ted Weerts
Anna Gomez
Hecamber 13 |1 [Meeting - Inmate Remand LA Chairman Kennard Townsend, Aldrich
Del¢H Li JJ 18| |{Meeting - Inmate Remand Dorothy Attwood and Staff Townsend, Aldrich,
i L | . |Anna Gomez Townsend, Aldrich, Michael
Deicember 20| | |Meeting - Inmate Families' Concerns iLA Chairman Kennard Hamden, Elizabeth Alexander
i L I ) i "Townsend , Aldrich, Michael
HESHMMREY [#]1] | |Meeting - inmate Families' Concerns | Dorothy Attwood and Staff {Hamden, Elizabeth Alexander

FCC 3



INMATE CALLING
SYSTEMS

i

he iion.

Inmate Phone Local Exchange Company Called Party



CONTROLS

Cell Cell
Block 1 Block 2

Celf Cell
Block 3 Block 4

On-Site On-Site Facility On-Site Recording
Inmate Phone Automated Call Administrative and Monitoring
Manual Controls Processor Computer System
- On/off switches for Database Frequently Called *Real-time monitoring of
individual inmate phones | “"Management Numbers inmate conversations

* PINs to restrict access to
only approved numbers

* Number blocks:
harassing calls,
witnesses

*Free calls to Public
Defenders, Bail
Bondsmen

Fraud Controls

« Limitations on number of
calls to specific ANIs

« Limitations on calls from
various Cell Blocks to
same ANI

- LIDB/BNS database

query

Call Processing

+ ACP Automated
Operator gives voice
prompts to inmate to
state name and dial
numbers for 0+ to1+ call
conversion

+ ACP determines correct
call routing

+Prison call branding

+ Automated rate quotes

+ Incoming call blocks

Call Monitoring

+Call Time Limits

+ 3-way call detection

*Voice overlay/repeat
branding

* Flag calls for facility
alerts

+Fraud digit detection to
prevent secondary dial
tone

+ Administrative reporting

Facility Controls

» Call alerts for real-time
call investigation

+ Digital controls to turn off
individual phones or cell
blocks

Database
Management

+ Maintain negative
databases - on site
biocking

* PINs to restrict access to
approved numbers

*Recording and playback
of inmate conversations

«Recording and
monitoring selectable by
PIN, phone number, Cell
Block

« Full time, full channel
recording




2
Compan
Operations Center
Administrative
Computer

Company
Customer Service

Company
Billing Systems

Database
Management

« Number blocks for
harassing calls,
witnesses, facility staff
+Free calls

Fraud Investigation
Traffic Analysis

+Post-Call Velocity
Checks

«Calling Pattern Analysis

« Calls from multiple Cell

Blocks to same ANI

» Multiple originating

numbers to the same

terminating number

§ Fraud Investigation
Blocks

*Number blocks for
unbillables

*Number blocks for
uncollectable calls
* Number blocks for
High Toll calls

Facility Support

+Service requests

+Call Detail Reports

« Monitor calling patterns
and velocity checks

Customer Support

+ Customer inquiries

+ Customer requested
blocks

+High Toll Program

»Secure bill name and
address from local
exchange companies

+ Contact customers to
verify billing

+ Credit applications

+Credit checks

+Direct billing and
collection

* Processing billing
records to LECs

+ Monitor for off-net and
Code 50 rejects

+ Maintain blocking files for
off-net and Code 50
rejects (CLECs with no
collect call billing
arrangements)

* Manually bill off-net and
Code 50 rejects




COUNTY JAIL
TYPE OF CALL DISTRIBUTION
NC, SC, TN

INTER-LATA 5% INTERSTATE
5%

. .
et

INTRA-LAT
NTRALATA .

LOCAL
81%

LOCAL B INTRA-LATA B INTER-LATA ] INTERSTATET




Rates for a 12 Minute Inmate Local Collect Call and State-Imposed Rate Ceilings

25-Jun-01

State RBOC Applicable Local Call Rate Collect Call | Total Rate Rate Cap? Rate Cap Details
Init. Min. | Add'l Min. Notes Surcharge
1|ttinois Ameritech $ 024 |% 021 Capped by PUC 3 2811]% 5.36 Yes PUC rate cap
2[Texas SBC $ 010 |S _ 0.08 | Capped by PUC $ 37518 4.73 Yes PUC rate cap
3[Nebraska Qwest $ 050 N/A | Provider market based coin rate $ 375]8 4.25 No
4]Wyoming Qwest $ 035 N/A |Provider market based coin rate $ 375($ 4.10 No
5lindiana Ameritech $ 035 N/A | Provider market based coin rate $ 300(% 335 No
6[Wisconsin Ameritech $ 035 N/A | Provider market based coin rate $ 30008 3.35 Yes Capped at twice the AT&T or RBOC rate
7|Colorado Qwest $ 050 | Seenote [PUC cap: $.25 per 5 min, $ 185|$ 2.85 Yes PUC rate cap
8|Rhods Island Verizon $ 035 N/A  |Provider market based coin rate $ 250)% 2.85 No
9/ Arizona Qwest $ 050 N/A | Provider market based coin rate $ 2.30[$ 2.80 Yes Capped at LEC tariff rate
10|Washingten Qwest $ 0.50 N/A Provider market based coin rate 3 23018 2.80 No
11{North Dakota Qwest $  0.50 N/A  |Provider market based coin rate $ 22518 2.75 No
12{Mississippi Bell South $ 4035 N/A___|Capped at RBOC rate 5 225[8 2.60 Yes Capped at RBOC tariff rate
3/ South Dakota Qwest $ 0.50 N/A Provider market based coin rate $ 2108 2.60 No
14(Utan Qwest $ 0.35 N/A Provider market based coin rate $ 2251% 2.60 No
15(Georgia Bell South $ 035 N/A Provider market based coin rate $ 220 % 2.55 No
16/Montana Qwest $ 2 050 N/A Capped by PUC $ 200 (S 2.50 Yes Capped at LEC average + 50%
17|Michigan Ameritech $ 0.35 N/A Provider market based coin rate $ 2051 8% 2.40 No
18/Kansas SBC $ 035 N/A Provider market based coin rate $ 20018 2.35 No
19(New Mexico Qwest 3 0.50 N/A Provider market based coin rate $ 180 | $ 2.30 No
20| Connecticut SBC $ 035 N/A Provider market based coin rate $ 1751 $ 2.10 No
21|Florida Be!l South $ 0.35 N/A Provider market based coin rate $ 17518 2.10 Yes PUC rate cap
22(Vermont Verizon $ ¢+ 035 N/A Capped at LEC rate 3 1658 2.00 Yes Capped at LEC tariff rate
23|Oklahoma SBC $ = 025 N/A Capped at LEC rate $ 16518 1.90 Yes Capped max. rate of LEC or IXC
24{Kentucky Bell South $e¢ 035 NIA Capped by PUC $ 15018 1.85 Yes PUC rate cap
25|Idaho Qwest 3 0.50 N/A Provider market based coin rate $ 1.30 | § 1.80 No
26Minnesota Qwest $ ¢ 050 N/A Capped at RBOC rate 3 130 |8 1.80 Yes Capped at RBOC tariff rate
27|New York Verizon $ 025(% 0.05 |Capped at RBOC rate $ 1.30( $ 1.80 Yes Capped at AT&T or LEC rates, whichever is higher
28)1owa Qwest 3¢ 050 N/A __ |Capped at RBOC rate $ 12518 1.75 Yes Capped at RBOC tariff rate
29{Nevada SBC $ 014 [$  0.05 | Provider market based coln rate $ 1.00 | § 1.69 Yes PUC rate cap
30|Louisiana Bell South $ 0.35 | See note |PUC cap: $.35 per 5 min. $ 06318 1.68 Yes PUC rate cap
31[New Jarsey Verizon $ 009]|$ 0.03 | Capped by PUC $ 128§ 1.68 Yes Capped at RBOC tariff rate
32{Maine Verizon $ 0.35 N/A Provider market based coin rate $ 1.30{$ 1.65 No
33{Oregon Qwest $ 0.35 N/A Provider market based coin rate $ 1.30(% 1.65 No
34[Pennsyivania Verizon $ « 035 N/A Capped at LEC rate $ 13018 1.65 Yes Capped max. rate of LEC or IXC
35|Alabama Befl South $ 035 N/A_ [Provider market based coin rate 3 1.25 | § 1.60 Yes Capped at LEC tariff rate
36| Hawsil Verizon $ 0.35 N/A Provider market based coin rate $ 1.20{ § 1.55 No
37|Arkansas SBC 3 0.35 N/A Provider market based coin rate $ 110} $ 1.45 No
38|Delaware Verizon $ 0.35 N/A Provider market based coin rate 3 110 | $ 1.45 No
39|Ohio Ameritach 3 0.35 N/A Provider market based coin rate $ 1.10] $ 1.45 Yes Capped at LEC tariff rate
40{New Hampshire Verizon $ 035 N/A___|Provider market based coin rate $ 1058 1.40 No
41|California SBC $ 0.35 N/A Provider market based coin rate $ 09518$ 1.30 Yes Capped at LEC + $.30 pay telephone surcharge
42|Massachusetts Verizon $ , 0.35 N/A Capped at RBOC rate $ 0.86| % 1.21 Yes Capped at RBOC tariff rate
43|Missouri SBC $ 0.35 N/A Provider market based coin rate $ 07518 1.10 No
44|North Carolina Bell South $ » 025 N/A Capped at LEC rate $ 0.80 [ $ 1.05 Yes Capped at LEC tariff rate
45|Virginia Verizon $ 0.25 N/A LEC rate $ 07518 1.00 No
46 Marylang Verizon $ ¢ 035 N/A Capped at RBOC rate $ 060]|$ 0.95 Yes Capped at RBOC tariff rate
47|West Virginia Verizon $2C 0.35 N/A Provider market based coin rate $ 0.60|8% 0.95 Yes Capped at LEC tariff rate
48|Tennesses Ball South $ 4 035 N/A Capped at LEC rate $ 050 8% 0.85 Yes Capped at RBOC tariff rate
49/South Carolina Bell South $ ¢ 0.10 N/A Capped at LEC rate $ 070§ 0.80 Yes Capped at RBOC tariff rate
50|Alaska N/A N/A N/A N/A N/A N/A
National Average 2.13

Source: Technologies Management, Inc.




STATE PRISONS
TYPE OF CALL AVERAGE DISTRIBUTION

LOCAL 3%

9% INTRA-LATA
20%

INTERSTATE

68% INTER-LATA

! LOCAL L. INTRA-LATA BINTER-LATA B INTERSTATE J

Souice . CoxltAun



$20.00

$18.00

$16.00

$14.00

$12.00

$10.00

$8.00

SOUTH CAROLINA AT&T PRISON-COLLECT RATES

New AT&T Tariff Filing, June 15 2000
12-Minute Long Distance Collect Call

Previous Tariffed Rates

New Tarriffed Rates
(filed June 15, 2000)

L M@ Surcharge @ Per Minute

n A $17.35
Total Cost
$11.40
. $0.95 Per
I# - Minute
. $10.55
Total Cost
| $7.20 $6.60
e Total Cost $0.55 Per
| Minute
I $4.20
| $0.35 Per
$3.95
o Operator
| Surcharge
-

1

New Maximum Tariffed Rates (filed
June 15, 2000)



GOAL FAIR COMPENSATION ON LOCAL CALLS

FCC TEAM DISCUSSIONS WITH STAFF
1997 - Team 1 Deregulate the state imposed caps
If we help you solve your below cost rate problem on
local calls, will you help us bring down long distance
rates? FCC Staff
“Yes" coalition response.
1998 - Team 1 An inmate service fee of $.90 to be added to below cost

local collect call rates in certain states

1998 - January

VOLUNTARY REMAND

1998 -
Teams 2, 3, 4

How to apply $.90 fairly

1999 - Team 5

Bottoms-up cost based analysis to justify new rate for
local collect calls

2000 - Team 5

A provider with below cost local collect call rates in a
certain state would file tariffs for new rate and provide
cost justification with bottoms-up cost based analysis.

Coalition members agree to support applying same
cost justification model to long distance call rates.

Net effect to consumers. Local collect call rates in 15+
states would increase $.25 - $1.00 toward nationwide
average rate of $2.13 for 12 minute local collect call.

Long distance rates for both intra-state and interstate
rates would fall significantly. For example, inmate collect
call inter-state rate of $12.23 ($3.95 surcharge + $.69 per
minute) would fall to $5.79 even including a commission
to the prison.

2000 - Team ©

Explained competitive differences between county jails
with 80+% local calls averaging less than $2.00 per call
and prisons with 97% long distance calls averaging
$8.00 to $12.00. Most county jails are served by
independent providers. Most prisons are served by
major IXCs and BOCs.

winword/brenda/fcc/goalfair




An Approach to Fair Compensétion and
Reasonable Rates for Inmate Service

Pursuant to 47 U.S.C. § 276, the FCC must ensure that providers of telephone
service to inmates of confinement facilities are fairly compensated for each call made from
their phones. At the same ume, under 47 U.S.C. § 201, inmates of confinement facilities
and their families are entitled to reasonable rates. In the pending inmate service remand,

the Commission has an opportunity to promote both objectives: (1) fair compensation and
(2) reasonable rares for inmates and their families.

L. The Problem: High Long Distance Rates in Most States and Low Local
Rate Ceilings in Some States

¢ Long distance rates for service to inmates in most states are
very high. The FCC does not currently regulate rates for
interstate long distance calls, and in many states there is no
active regulation of long distance rates.

¢  In the proceeding immediately before the FCC, CC Docket
No. 96-128, which deals with Section 276, inmate service
providers are requesting fair compensation for service to
jails in those states where artificially low state rate ceilings
preclude recovery of the full cost of ocal collect calls.

) For example, Tennessee imposes a rate ceiling of
$.85, which does not cover the cost of a local collect
call from confinement facilities.

J Local calls make up over 80% of the calls from city
and county jails.

¢  The two problems are related: in states with low local call
rate ceilings, providers of service to jails cannot recover
their costs without charging high long distance rates.

¢+  Requiring providers to charge below-cost rates on focal calls
and thereby forcing them to charge rates above cost on
interstate calls conflicts with the FCC’s recent finding that
“it would be an undue burden on interstate commerce to
have costs of providing intrastate service to prison inmates
cross-subsidized by interstate service ratepayers.”  Billed
Party Preference for Inter LATA 0+ Calls, CC Docket No. 92-

1234458 v2; QGS$02. DOC



77, Second Report and Order and Order on Reconsideration,
FCC 98-9, released January 29, 1998, 11 55, 61.

II.  Addressing the Problem in Docket No. 96-128

In Docket No. 96-128, the Commission can simultaneously address both the

local rate ceiling problem and a potential solution to the broader problem of excessive long
distance rates.

¢  The Commission should rule that, pursuant to Section 276,
it will authorize an inmate service providers to exceed a
particular state’s /ocal collect call rate ceiling if the inmate
service provider submits cost data showing that the
individual provider’s per-call costs exceed the rate ceiling in
a particular state.

¢ To ensure that the provider’s rates for long distance calls are
also fair to inmates and their families, the Commission
should require the service provider, as a condition of being
allowed to exceed the /ocal call rate ceiling in a particular
state, to commit to charging cost-based rates for all other
calls — local, intralATA, and interLATA (intrastate and
interstate) — from facilities served in that state.

¢  While the Commission does not directly regulate long
distance rates, the Commission may require inmate service
providers in this proceeding to develop cost-based rates as a
condition of receiving fair compensation for local calls.

¢ A provider would demonstrate its costs for local,
intralLATA, and interLATA calls, and submit proposed
rates for each type of call.

¢ A provider’s per-call costs for each type of call would be
developed, including the following cost categories:

. line charge

. usage charges

. validation

J maintenance and repairs
. equipment depreciation

. overhead



) return
. commission payments to facilities
. unbillables /uncollectables

The provider would use consistent methodologies to
develop costs for each type of call.

To limit commission costs, the FCC could require that
commission payments to facilities must not exceed a “range
of reasonableness” determined by the FCC based on
appropriate factors.



